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Report of the Board of Directors to the Shareholders 


We take pleasure in submitting the annual report of your — 
company for the year ended December 31, 1971. 


Reorganization 


Development of the construction market, which represents 
our major field of activity, prompted us to effect a merger 
between our subsidiaries, SERA INC. and SOREL 
ASPHALTE LTEE and another group, effective January 2, 
1971. This regrouping led to the establishment of a new 
concern now operating under the name of MODERN 
CONSTRUCTION & PAVING LTD. with 17.3% of the 
capital held by your company. 


This move can be credited with having greatly simplified 
your company’s structures and it enables us to present 
for the first time the consolidated financial statement 

of your company and of its wholly-owned subsidiary 
SEROC INC. 


International scope 

Our activities abroad were maintained in 1971 and work 
was continued on two major projects. However, the over- 
all improvement noted in Canada and particularly in the 
Province of Quebec resulted in a slight proportional 
decline of sales outside the country. 


In order to better acquaint you with the nature of the work 
involved, the report is supplemented by several photo- 
graphs taken on three projects in progress during 1971: 


— airport of Vieux-Fort, Island of Saint-Lucia 
in the CARIBBEAN 


— Interstate 91, Vermont, U.S.A. 


— Transquebec autoroute, near Sherbrooke, 
QUEBEC 


In order to provide our customers outside Canada with 
better service, we are planning to acquire a large interest 
in an engineering firm. This firm’s activities would be 
international in scope and serve to provide technical 
assistance to developing countries. This should enlarge 
the spectrum of our activities and allow us to offset the 
yearly winter slowdown to a certain extent. 


Highlights of consolidated financial statement 


We have selected from the financial statements those 
figures which best reflect our performance during the 
year under review. They bear out the strength of the 
company and the success ©: ine steps taken during the 
recent recessional period. 


1971 1970 Variance 

Sales . 7,699,295. 7,069,088. + 89% 
Depreciation . 513,417. 290,888. + 78 % 
Net profit 148,018. 12,486. + 11.8 times 
Cash flow 661,435. 303,374. +118 % 
Working capital 398,911. 288,216. + 38 % 
Common shares issued at 

December 381... 267,000. 267,000. 
Profit per common share Hote .05 


It should be noted that profit per common share reflects 
only the profit made by SINTRA LTD. and its wholly- 
owned subsidiary, SEROC INC. Income from companies 
in which SINTRA LTD. holds interests amounts to 
approximately 17¢ per share, resulting in a total profit 
per common share of 72¢. 


Your investments 

We shall comment briefly on the performance of the past 
financial year of each company, in which SINTRA LTD. 
holds an interest. 


SEROC INC. 


Sales continued to climb satisfactorily and enabled us 
to carry through the implementation of the structural 
policies initiated two years ago. These new measures met 


with immediate success, allowing the net profit to increase 


sharply. 


In addition to the normal work projects, that is asphalting, 
earth moving, water and sewer systems, it is relevant to 
mention several achievements directly related to the 
country’s industrial or mining development (|.B.M. plant 
at Bromont, preliminary work relating to the opening of 
new mines or additions to existing ones). 


The outlook for 1972 is already encouraging. If present 
trends continue, results should prove very similar to those 
of 1971 and finally provide, after many years of unreward- 
ed efforts, a normal return on investment. 


MODERN CONSTRUCTION & PAVING LTD. 


This company’s expansion continued throughout 1971 
with a widening of their range of activities. Among the 
main work projects now in progress are an important 
paving contract for the Trans-Canada highway and 
another for a section of the Montreal-Sorel autoroute. 


Results were satisfactory and their improvement with 


regard to 1970 was appreciably swifter than that of sales. 


2 


Tf > outlook for 1972 shows promise at this time of year. 
However, it must be kept in mind that a number of 
distortions have appeared among certain sectors of the 
industry, differently affected by Bill 290 — the new Labour 
Relations Act. The quarries, which at present are not 
affected by the Act, offer very dissimilar salary conditions. 
The variations depend on whether they are operated by 
companies affected as a whole by Bill 290 or subject to 

a collective agreement, either by artisan-contractors or 
small companies bound by the Minimum Wage Act. In 

the latter case, the relatively low scale of wages distorts 
the competitive factor and jeopardizes its very existence. 


1 — View of the new Transquébec 
road near Sherbrooke, Que. 


2 — The newly built 9,400 foot long runway 
for Saint-Lucia airport in the CARIBBEAN. 
Another SEROC INC. realization. 


3 — Movable crushing unit with 
a 300 tons per hour capacity. 


4—A very powerful grader-compactor 
used by SEROC INC. 
on Interstate 91, U.S.A. 


EST SERVICE INC. 


This company in which we hold minority interests record- 
ed an increase in sales of 3.5% in 1971, slightly lower 
than projected. It should be noted however that this 
company has maintained steady progress since it was 
established in 1967. 


This slower improvement in sales can be attributed to the 
large number of new cars sold in 1971 and we believe 
that 1972 should prove more successful than the previous 


= years. 


Outlook 


The foregoing inclines us to look to the future with some 
optimism. This only applies to the immediate future, 

as it is hard to anticipate government action particularly 
with regard to the allocation of funds. We hope that long- 
range planning will soon be adopted by governments. 
This will enable companies to better foresee their labour 
needs and plan their investments in the face of tomorrow's 
challenges. 


In conclusion, we wish to underline the fact that the 
improvement recorded in 1971 is mainly attributable to 
our devoted and able personnel and we hereby thank 
all of them. 


On behalf of the Board of Directors, 


{oh 


Georges RAVEAU, 
President. 


April 19, 1972 


Sintra Ltd. and its Subsidiary 


Consolidated Balance Sheet as at December 31, 1971 


ASSETS 


CURRENT ASSETS 


Cash Peet eee aA En eee Pe ne ken 


Marketable securities — at cost teens value: 1971 — $69,905; 


1970 — $77,420) (notes 2 and 3).. 


Accounts receivable and unbilled completed contracts (note 2) 


Holdbacks receivable (note 2) 


Inventories — at the lower of cost and net realizable value 


Prepaid expenses 


INVESTMENT WITHOUT QUOTED VALUE 


Shares of affiliated companies — at cost (note 1) 


FIXED ASSETS (note 4)..... diet Sa ee 


EXCESS OF COST OF SHARES IN SUBSIDIARY OVER NET BOOK VALUE 


AT DATE OF ACQUISITION (note 5).......... sidan, ddA Uae. epee er 


SIGNED ON BEHALF OF THE BOARD 
Georges Raveau, Director 


Gérard Lesseré, Director 


1a 


4,425 


87,696 
954,439 
368,498 
294,352 

12,580 


1,721,990 


297,000 


1,077,473 


737,314 


3,833,777 


1970 


2,312 


97,696 
1,254,244 
453,696 
362,597 
8,843 


2,179,388 


259,400 


Vil2272n 


137,314 


4,298,823 


a ee ee ee ee 


LIABILITIES 


CURRENT LIABILITIES 


Bank advances — secured (note 2) 
Accounts payable and accrued liabilities... 
Current portion of long-term debt 


LONG-TERM DEBT (note 7)......... Heaton 
DEFERRED INCOME TAXES (note 6)............ 


SHAREHOLDERS’ EQUITY 
CAPITAL STOCK 


Authorized — 
500,000 common shares of no par value 


Issued and fully paid — 
267,000 shares 


DEFICIT 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


ow 


214,220 
953,035 
155,824 


1,323,079 


346,785 
110,000 


1,779,864 


2,136,000 
82,087 


2,053,913 
3,833,777 


We have examined the consolidated balance sheet of Sintra Ltd. and its subsidiary as at December 31, 
1971 and the consolidated statements of earnings, deficit and source and use of working capital for the 
year then ended. Our examination included a general review of the accounting procedures and such tests 
of accounting records and other supporting evidence as we considered necessary in the circumstances. 


In our opinion these consolidated financial statements present fairly the financial position of the companies 
as at December 31, 1971 and the results of their operations and the source and use of their working capital 
for the year then ended, in accordance with generally accepted accounting principles applied on a basis 


consistent with that of the preceding year. 


DrhrBQmr0n 


Chartered Accountants 


Montreal, February 15, 1972 
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Bi7,o19 
970,697 
102,656 


ipeke Wes Wife 


501,756 


2,392,928 


2,136,000 
230,105 


1,905,895 
4,298,823 


Sintra Ltd. and its Subsidiary 


Consolidated Statement of Earnings 
For the Year Ended December 31, 1971 


SALES “AND, GONTRACT REVENUE Gi: .5)) secrete corse te eee ee ene yee eee er 


COST OF SALES AND CONTRACTS 
(including depreciation of fixed assets of $513,417 in 1971 


and of $290:888 in 1970) (note:4)\ee ee ee 


GROSS? PROP MGs ee eee ee sto eh Or ony Aaa dubai ticds ele Ree cent eee, 


SELLING; GENERAL AND: ADMINISTRATIVE EXPENSE Stee aren cemneaae mete 


OTHER INCOME AND (EXPENSES) 


OlRerincCOmiGre =a. ee ee Rete or tS, rissa els's hs ee aie ve sk Sea oe eae 
Interest on long-termide@bt 5 2.5.50 cacti ate ateaeceh ce. Uae eran nee 


PROVISION FOR INCOME TAXES 


CUITOME vaccccees coetecs eadipoavactadecSa'ses aplasia ler ate es OPRZ REN ON ae e 
Deferred (note Gye ss yielcocts Sees acca ad ie ree 
Reduction of deferred income taxes on application of losses of prior years... 


NET EARNING: FOR, THE YEAR Sie rcucc senna en ee eer 


NET. (EARNINGS. PER; SHARES. con-.<cc6: ok ccs: otcre eee eter iene he een ee 


— 


G 7,699,295 7,069,088 2) 


6,774,819 6,570,721 
924,476 498,367 
725,522 575,091 
198,954 (76,724) 
112,082 146,000 
(51,968) (56,320) 

60,114 89,680 
259,068 12,956 
21,050 470 
110,000 
(20,000) 
111,050 470 


148,018 


Sintra Ltd. and its Subsidiary 


Consolidated Statement of Deficit 
For the Year Ended December 31, 1971 


1971 
$ 
EIN Pam SEC IN Gr OPE EAR suet at cahieG, eee eae, Pele eee 28s 230,105 
INGiBC ANGING Sm O ML NOey Call Mares Meter th < tier sc ct canta cement MON ee tat, oe, Moen 148,018 
SH LININIGLS Fas ENDING) SONA SN niet = ve Rte ie ote ne « aul re 82,087 
Consolidated Statement of Source and Use of Working Capital 
For the Year Ended December 31, 1971 
1971 
$ 
SOURCE OF WORKING CAPITAL 
NemCalninOs MO lm Une aie allem Rel cc 18 ulnar doe Pee cts sear wee ee er he de 148,018 
Items not affecting working capital — 
DEDKEClAMOMmOInIKeC LASSC ome Mya Rie ec ons sacle {ste Seta ae oaes aap anes Bee Oe 513,417 
DEISMEOMINCOMeEs TAXESi a. «ocr: ser Merete euros Ao ce Re Men brats 110,000 
771,435 
USE OF WORKING CAPITAL 
Reduction of long-term debt.......... ee ed ss AMINE ek CS cI ohn a east ao 154,971 
Purchase of investments.... ........ Lec oe Beles tats tee cae ear Mae hae 37,600 
ANG ClO MSMICRTIXCCMASSCISR ere reteec tee site trica co tenets oan en) CEL Me ate acenates: 468,169 
| 660,740 
ING BiBAS mam ORIKTING GA ENA eee, geese. erst des «cee sent terres ere terest 110,695 
WORKING CAPITAL — BEGINNING OF YEAR...........0.......0.. Suen Str oe 288,216 


NVO) Fein aC NWA Meee ne NRO Fe VA coat artes. di yack eben teu tenea- meow tap antec recat 398,911 


1970 
$ 


242,591 
12,486 


230,105 


1970 


12,486 


290,888 


303,374 


49,655 
2,000 
136,815 


188,470 


114,904 
173,312 


288,216 


Sintra Ltd. and its Subsidiary 


Notes to Consolidated Financial Statements 


For the Year Ended December 31, 1971 


ti 


Principles of Consolidation 

These financial statements include the accounts of 
Seroc Inc. and its subsidiary Sherbrooke Ready- 
Mixed Concrete Limited. 

The financial statements for the year ended December 
31, 1970 do not include the accounts of Sera Inc. 
and Sorel Asphalte Ltée which amalgamated their 
operations with another company on January 2, 
1971. Consequently, the company holds 17.3% of 
the issued common shares of the new company as 
a result of this amalgamation and other purchases 
during the year. 


Security for Bank Advances 

Marketable securities, book debts including unbilled 
completed contracts and holdbacks receivable have 
been pledged as security for a bank loan. 


Security for 8.5% Notes Payable 

Marketable securities having a cost of $30,000 (quoted 
value $25,250) are pledged as security for the 8.5% 
(note 7) notes payable. 


Fixed Assets 


1971 1970 

Accumulated Net Net 
ae depreciation Amount Amount 
Land and quarries 270,679 28,068 242,611 229,919 
Buildings 259,293 141,181 118,112 124,538 

Machinery and 

equipment 780,635 593,399 187,236 208,639 
Rolling stock 4,332,076 3,802,562 529,514 559,625 


5,642,683 4,565,210 1,077,473 1,122,721 


The company calculates depreciation of machinery 
and equipment and rolling stock on a technical 
basis which takes into consideration a coefficient of 
wear and obsolescence. Depreciation of the remain- 
ing fixed assets is provided for on the diminishing 
balance basis. 


Certain land and equipment of the subsidiary were 
appraised, at the date of its acquisition in 1962, ata 
replacement cost that exceeded the net book value 
by an amount of $737,314. 


Excess of Cost of Shares in Subsidiary Over Net 
Book Value at Date of Acquisition 


As mentioned in note 4, certain land and equipment 
of the subsidiary were appraised at the date of its 
acquisition, at a cost that exceeded the net book 
value. The net book value of the shares of the 
subsidiary would be equivalent to the cost of the 
investment if the appraised value was recorded in 
the books of the subsidiary. 


Deferred Income Taxes 

Company policy consists of excluding holdbacks re- 
ceivable from taxable income and of claiming of 
capital cost allowance for income tax purposes 
which differs from depreciation recorded in the 
accounts. 

Accumulated losses for income tax purposes available 
for application against future taxable income amount 
to peer as at December 31, 1971 and expire 
in d 


7. Long-Term Debt 


Long-term debt comprises the following: 


1971 1970 
$ $ 
Loan at prime bank rate plus 1%, 
payable in instalments’ of 
S50 000m 19 72tandal 2 (3a 100,000 100,000 
Loan at prime bank rate plus 1%, 
payable in instalments of 
$50,000 in 1972 and 1973 and 
$62:5007ig 31974 ee 162,500 250,000 
Non-interest bearing mortgage 
OG ee be ees Soe 10,000 
5% mortgage loan, payable in 
semi-annual instalments of 
Hite) OO MMR nett wnie eermreaky use Chr) 4,500 5,500 
8.5% notes payable, secured, 
payable in annual instalments 
Of $1, 0000(NOTETS ive arene 14,853 15,000 
Notes payable, secured by lien.. 55700 8,912 
8% loan payable in annual ins- 
talments of $50,000 from 1972 
tO 1975: Roe Ree heer ae 200,000 200,000 
Balance of purchase price of 
shares of another company.... 15,000 15,000 
502,609 604,412 
Less: Current, DOmOnan tena 155,824" F102;656 


346,785 501,756 


Contingent Liabilities 


a) The company has guaranteed to an insurance 
company the completion of certain contracts by 
an affiliated Company which are covered by a 
performance bond issued by that insurance 
company. 


b) The company has guaranteed a bank loan of an 
affiliated Company, to a limit of $100,000, for 
borrowings in excess of $140,000. As at 
December 31, 1971, the bank loan of the affi- 
liated company amounted to $115,000. 


Statutory Information 


The remuneration of the eleven directors and of the 
four officers of whom three were also directors was 
as follows: 


1971 1970 
$ $ 
Directors as directors............... 5,500 4,000 


Officers as OfiCersoe are 62,954 65,100 
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